Report recommending the frial instal lation of a
product shop to test the product type of organization.
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Afer soms preliminery sonsideration of 1tz assigmment
the Connitiee prepeved the following plen for making the study,
£1)  bevelop the sdvantagss and Aissdvanteges of
the proposed type of orgsnixstion as gompared.
with the rressxt form
{2} Develop s Kuwthoras ovganization on s produst
basis in getersl tems
(a) Organization shert
(b} Allocate faumstions
{8} levelop in detell one typleal shop
(a) Organization
{b} Funeticnm
{¢}] Routises
{8) Ocewpancy Layouts
{4} Prspare s complete seonomis study of the Hypl-
eal shop, the resiulis of thias study to serws

as the basis Lor a Tinal Tecomrendstion by the
Sonmities

I Beosms svident eerly in the study that it would be
vory difficuli %o reach sgreemenis on the varlous pointa, ihe dif-
Tersnges being prineipally & matier of dagres, It slso becam
quits svident that the figures required in an ecomnomic study would
be compromises and would e bazed wupom the personesl opinions of
she xambers of the GCommistes,

Tosaidbly this situation should heve desn anticipated
beoause very little experienee with » product type of organization
ix avellable and therefore the Committes had no fastusl date to
use,

T™he Committes someluded therefare that the walue of mny
scouomie stmdy whick it sould make at thizx time world de very
qQuestionabls and 2% She best weuld require a rather lomg period of
time %o somplete,
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This cenclusion lud to the consideraiion of & trisl in-
stalletion. Siudy of this possidility soon indiecsted thst this
oould be sosily done dus to the prasent low level of businezs and
sould also be done withouk ineurring sny subsitentisl sxpense which
would not otherwiss be ineurved or which would not have some velue
o the job ss 2% preaenit organiad,

The Comnittee iz Sherefore suhizittlng st thia time 2
recomwndation that a teial of the Froduct Type of Orgenization be
sede »t Hawthoros. The resulis of such a btrisl osn then be used
nz n basis for preparing a finel report covering the future possi~
bilities of this type of orgenization »t Hawbthorne.
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1 Gpacialized performsnes of sach funotion by experts st s nminimum cost
for the work dons.

£s  Fromotes efficiensy of sseh opsrstion whan sonsidersd individuvally.

%« Pocoursges specializetion and deveslopment of the art to & high de-
gres, wlth knowladge and spplicetise of the best practices,

¥4 VPermits more pooling of belp on like work snd avoldsnce of scattered
frastional pesople. Flexibility within a spm:sric gsecupsation and
grade is inoressed, and staggered peak loads csn be handled
sTtioiantly.

Ss Help 1s essier 40 get beonusae the feld is brosder; it is easisr to
train $hem for ths mors spscialized jobs; snd cheaper grades of
help exn bBe wned,

6e Higher grade experds ean be supporisd by the meaxing of like work,
e more akilled specinlizsts aen be tetalusd threvgh a dapression
bessuss pratested by a thisker laysr of less hRighly trsined
people,

Ys I% is possidble to operats with a more limited olams of supervisory
$alent,

*8, Overhasd is eleerly labeled and segregsted amd subjeot o overall
consrel,

8. It 1s ensier to maintaln wnifermity and eorrelation with mscessary
ouknids agenciss and e mxintain ziandardized prectisex,

ek e retained by a funsiional organivetion with a produst loostiom
puysisslly,

UNIVERSITY OF WISCONSIN - MILWAUKEE


http://gre.de

=t

#1Ge  lmpogemont burden is deorossed by permitiing each organizetion to
serYs s8 x ¢heok on the cthers, |

%11, Deorssses the nhumber of people necsaxary to aonsult whenever the
guestion falls within one of the centralized functiona,

*1s, Fermits gpreater eooncentration by su organizetion upon ose functlen
to the exelusion of worries sbout other problenms,

18, BSucocess depends mores upon the systam in use than on individusl
abllity or knowledge.

14, Vokes advantoge of the Iact thed s group will be wrong less oftan
than an iadividual sadministretor, and depends more on the average
than on exceptionsl ability.

*15. Deduoes the 1likelihood of s wesk supsrvisor doing much dsmage,

18, Turnishes a larger unlt of group solidsriiy to whieh saoh member
owes allegisnce, giving his = grester fseling of security, His
ponitioy in the selews of thirgs is wore definite and ossily
recopnized,

*17« TProsents s Pedier opportunity %o the sverace psrson., By beconming
s syecislist or sequiring higher akill he omn advenss higher
without becoming an ell around msmager,

18, /lppesls mores %o tke average supervisor. It makes mors "good” jobss
permits a man of limited ability to dalimd higher in some specifisc
1ive ; 1isd¥s snd subdivides respoxnsidility; permits building =
smooth rmuning rowsise whish requires 1littls sttention; and makes
his position enay $0 defand ard hard to atiaek.

*Can ¥e redeimed by a Tunetional ovgamisation with a produst looation
piysieally,
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l. %The soxy of coordimabing the various funotioha becomss sorious.
This 1x the largest aingle item of nonwproductive cost,

2. Tends to plave smphesls on the mens (the funciion) rather téaan on the
end {profiteble opsration of the business sx a whols),

Je okes 1t too sasy fo prove in bhigh nen-productive acosts, There is 2
tendenoy to build up orgenizstions sdequele fo cuver any contingenoy,
wiich may not alwsys be profitable.

¥4, The traveling of product and psper through meny organizetions iioresses
the interval of operation and inereanses inveshment,

Ge Uost items sre simple and could readily be handled By ons man byt musd
elear through s nusbar of fanetionsl steps at e loss of time end money,
Thars 1s g tendexcy to set up routines to cover the most complicmted
situstions nnd then to sead wyarything through this routine whather
nesded or not.

¥, Trassnce of 20 meny funetionsl siaps complicstes the paper work both as
$0 saples snd vontenk. 'The soat of locating misaing coples iz also
high.

%s There is preseat en inocentive for the minor functional supervisors to
make $heir Jobs look important me this will add securiiy and prestige,
This insextive ia directly contrary to the overall menagesant aim.

8, Tasourages sn abstrast or moademisz attitude rather than = manasgerial
atiitude,

¥Can b largely avoided by Physicelly loesting funetionsl units on s
produwst basis,
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%o The ivgenuity and interest of the lndividuml ie restricted o the lims
of avaft effioiensy and pride rether than to sonsiderations of the
produet prodvesd. This is probsdly one of the most costly intanglble
disallvanbagss «

ile Yeduces the likelihood of any excsptional supervisor doing an out™
atandingly good job. He is dlsooursped by red tape st every turn
ot of the Poutine path.

1ls It is too hard to gel actiion when nesdeds sny people with diverse
oplnions and sttitudes mvet be consulted, It is difficult to get s
sumplete story prompily. Nuoh time is spent in conference which
scumtimos got Howhers,

12, Too meny guestions have io be taken up so bigh in he orgsnization o
Taagh » common supervisor thet they remeh a men toc busy to give
sduguate atiention to them,

13, The supervisor ohavged wikh responsibility Zfor siuy fhess of sonts
seldom has enough suthority or countrol of snough funstions to
renlly exereise sifestive sohirol.

J4e It im tos easy to avold ssrious dirset respensibility in the mawe of
inkerlosking functions anldl reutises.

15, Toe wweh NoBSYy sar Be spent by sash funciionsl orgenixation in safe~
gearding itself ageinst possible srikicism in sase of Srouxbls om
fhems of joinmt respensidilisy. Thisx produces toms of resords and
mach spesiasl roxtine whioh soasributes nokhing $o0 the produwst, bui
wakas suvre that 17 somedhing goes wrosg the dlame will 0t be mis~
placed; also Tesulis iz Tonces weing Wuilt whish slow up sction and

Progress.
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18,

19,

20,

2l

2”,

23,

msw

Then » funetional unit gats large 1t dends 4o fatten sl the expsuse of
the Company =85 » whole oy some dther weaker units. This must be
walched carefully when ome orgenizstion goes on s sempaign of
efficisncy which often merely shifts costs sisewhere. It also be—
copes too 4iffisult for the wensgement %o know enough detells o
decide whether ail of the expenss is justifled or not.

Getablishes sy 8 unlt of group loyalty, » Tunction weibsr than s
pradued,

Wakes 1t too 4iffioult to train nll sround menspers, since thore ars
relatively fow sweh jobs, The rising axscutives get meny yessrs of
fugetionsl treining at thelr most Impressionuble spe, It tends fo
untit rether ¥han it men for the most Importsnt posts in the
Jompenys

The treixing given undsr this system tends in sows raspects to b
nerrowing snd reduses the perspsotive of the individusl, both
worker snd mwpervisor,

Tends Lo dissourage the sggressive individual ix thet he finds it
%00 diffiouls to acoomplish anything, is wasteful of his shergy,
offers limited fislds to operate in, nsrrows his outleok and
sxperisnse. The result is {thai meny such men leamve the Company
or elss besome sewred, or loss their punch,

Any imprownsnis whish shange funetional boundaries are dizcouraged
and hard {o zsll,

Yunctionalization is never perfeet amd the warious functions both
overlap and leave gaps, causing eonfwsion and loms of {time,

Eisourages wifermisy for wnifernity’s saie as 1t is wush sasier
%o administer a wniforn sa¥wp. |
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24, The intexlinking of funetions forces all functionsl organizations to
follow suit when one pubs on additiowmal help, starting an sadless

upward spiral whish is fSerainsted only by a downturn in business.
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le Huch of the high cost of coovdination of functions is eliminsted,

2e 1% subordinetes the mesns to the snd axd gives a better pepapectivs,

The cost of the product betomes #ore conspliotous than the cost of sny
fanotion.

*5. The intervol end smount of travel is refuced L£ov both profuct nnd pepsr

wWOrke

prke Shop investment is reduced to a fraction of its presant amount, The
ratis of investment in procsss Lo raw materizl investment is reduced,
naking for fewer losses wpd grester Tlexibility, =s well as lower
total investment. This has besn proved by trial.

#15. MNorchandise luyestment esn de very much resduced dus t¢ the shoxrtex
interval of menulacturs and gremter losd flexibility. This hes besn
dsmonatrated at Polnt Brctic.

#i8. The tracing cost is reduced greastly, by the reduction of travel through
differeni deparivents and by the more systemsiic output plamming made
pessible by a product layoubs

e The amount of racords required is reducsd both in kinds snd namber of
sopiss, The papsr work oan be simplified to s grest extent. This
reduoss the wmouat of clerisel work to be perforxmed znd aimpiifies what
is relained,

¥#8. The inspestion sost can be redused, dus to ability of the opsrating unit
to soordinate quality amd ouiput more inkelligextly snd effeciively,
Less prosess inspection is nesessary, particularly 1f {the producing gang
is peid oaly for eompleted produet.

*Cok also be obiaimed by retsiniyg fusctional srganmizations buit losating on a
produsts dasin,

¥ Partislly 4w $0 sensenirstion of mesmulasturing operatioms on o prodwet
basis,
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#Lo.

#Fike

2

¥13.

#135,

he cost of planning is roduced bocause of the segregstion of wll that
concerns oneé produst in one plade.

group peyment o7 x compieted product con ba wbilized with its double
adyentegs of plecing the incentive of sll contsyned upon completed
good produwed and not upou parts which msy or mey not be used
profitably ond of o payment plan which is cheepsr %o siminister
with less clericsl afforia

The mainienenos of squipment cen be mede more effootive if assotisted
with the product. The smount of idle time of equipment down for
repairs is clalmed to be much less then with Tunetionel setups It
s also possible %0 place the minor meintensnee on an incentive basis
depending In part on the sarnings of the productive opsratorse

The capacity of = undt is wore clesrly known ln terms of vompleted
produst, chenges in capaciiy cen be handied more easily, and the
capaeity study Job besowes vary simple.

Deuign chenges are feeilitsted basveuse of the lower process stosks,
$he shorter intervel from rew materisl to finished product, end the
gronter ease with whish the job ia obmerved and sontrolled,

Menufasturing diffisulties other than Tundamenitsl development troubles
#an e clesrsd puck sasier dus %6 aloss sssoeiation of acomponent
operaiions.

Close sssocistion of operations and produst as = whole will uncover
seny pomsibilities of sost reduction, stimuleie ths sliminetion of
wasesssary opsrations, amd develop short suta, Thes detnile of s
product and 1ts menufasture will shew up in « true light,

¥ Resultis primerily rrcq meking paris and eomplesed proiuct in one

losation,
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16, Jesponsibility and suthority will ve contentreted in fewer hends and

¢loser to the producsts This will meke It eanisr %o exercise effen~

tive sontral asd will pleee ths aim of lower levels of supervision in

sloser sympathy with overall businoss menagement,

17, The Head of the opersiing uwalt has a Tweer band to aceomplieh ovarall

results. The output servies, cosal, auelity, and investment will

spesk for themselves and srve affecied by fewer outside sgenclcsa,

718y  Vaw aaterisl control san be lmproved, belnp directly saesocisfed with

finished prodund inshtesd of with pavis (sometimes with sesversl

generstions).

1%« The overhead asn bes foreed down more affestively bsacsuse mot supported

by a0 complicated sn orgenizatlion snd routine shructurs,

20. {Conpetition betwesn produst wnits on owersll efficlensy esn be

stinuinted more effectlvely snd assfely.

2le Condltions sre Pavorsbls %0 get the moast oul of able supervisorse

£2. Wighar supervisors ars closer to the produci.

23e Gives riming sxeoutives an all ercund menaperial treining sud per—

apactive nt n lower lavel and whilse they sre youngsr. It glves

this training to s grester number, providing s broader field Ifrom

which %o plok ¢andidates for higher iswels which alwsys demand this

$ype of wen, This should yleld a bebter typm of supsrvisor in

gonsral.

24, Uatter opportunities are offersd for the advenoasment of tho veriatile

tyre Of ment who make good oversll menagers.

§ Results primerily from meking perts ani sompleted proiunet in one

losskion.
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ko,

28,

29,

mllm

The aggressive snd intelligent individusl (supervizor} is batter
aabinfied hagauase the way is apen :ff:r perforpeace o the limit of
his ability less hamrered by red taups; his energy 1s used in action
rether than pergussion; the results are evidence of work done; the
oxporionce 1s bussdening: the field widei snd it pays betier if he
is suceessful,

Issc tims aud energy need be used in cooperatlive sommitises and
confersneet,

Lops peuple are grouped aboul a particular produst, establisbing thelr
loyalty to thet bangidle produet sod uwtilizing thelr craftamenship
spirdit in its favor., Prids in outdul becomes more itspgible beoauss
1% is sssociated with e completed and Tecognizable produst,

8kill is developsd slong the lines of Flexibility of the ifndividusl
resuwliing in rwa;; problens when » particular job changes or
disarpoars,

Fle xibility of the proup oy department iz obtatved by shifting be-
tween trades rather then within = trade. This may not te qulie

so ssonomical but devalops more versatile workers.

** pariislly dus 10 condentration of mamufssturing opsrations on & produet

banis,
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*1e Hay resuld in delegeting oo far down the line = function by w»hich
managensnt must sontrol its subordinates.
¥y, Tperestes cost of comparsble work opsrations {office) by sub~dividiag
inte too small wnlia with freotional people fresuently, sud bY pre-~
varcking ubilizelion of mess non~productive activitles,
3e Connot nlweys support help of proper grade (both czperis snd low
grade} for maximm efficicney of the nesessary operstions,
4. Dupliontes sguipment in sose cases,
Ss Dupliostes talent in many ceses.
€, Intsrfoves with swinging o large proup onto s penk operatine losd.
7, Teduees flexibllity of non-produstive operations,
*8, Hanepermaxt must do » more thorough job of sheskins sud conbmelling in
the abasnoe of interehecking of ensh funation by other functions,.
g, Dopsnds on the men in Vhe key voaltions rather thsn on the gysten.
The orgsnization will not run itmelf snd will not sty pub without
consiant atbention,
*10. Loads up the supsrvisor with more Tunetions ond tskes more constant
and thorough attention,
*1le Bemulis are limited by the ability of the supsrvisors. Too mueh
depends upon $he ability sad integrity of sech supervisor.
*12, Mistakes ir selecting swpsrvisors wrs more ssrious,
*13., Mistakes of supervisors are likely o be more seriocus and cost more,
*14. The wider field of control by supervisors will psrmit more effective
sovering up of srrors,

* %111 be elimtvated W reteining funetional organization bus losating in
& predwes greupisg.

** Oan e parkially avolded by fwastional oxpenization and produet growpine.
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16, oOverhsad can be disgolsed sz prodooiive lebor snd hidden as such.

16, tuesiions of a guusaral malure are mors diffioult to solve; more
paople muat be consulted, md there ‘H;is.l b less agrosmnent.

1%, CQubtside organizebions snd logal eoordinating agencles must condact
ROTe PBOple.

18, gy not insurs uvpifore precticse snd policies unless divocted by the
panagenant or controlled by s steflf coordinabor. Hhis directly
affaaty such things as togt policles, =08 inspestion stendurds.

1%. gation token may not be the result nf the bast thought of seversi
exparts.

20, Utilization of experisnce and developmenta Lrom similar fields is
less cartain sxoept whers the gensranl mutagement is interested,

2. Depends on ovorsll results pvather than specializetion. Toes not
snwble the manspament 1o bolater up weak auparvisocrs by the
sirangth of his asgooiaies or protective routines.

28, abmance of cenbralized spssislization mey reisrd progress in detnils
unless stimuwlsted by the mensgement,

23, Requires more capable, versatils, and mggressive supervisors, who
Are searcsr, and reduces the extent to which men of limited or
spesialized sbilities can be utilized.

24s liot abtractive o many supervisors beeause it requirsk cousiant
stiention, frequent finsal decisions, and all around abiiity
rather than spsoialized skill or knowledge: raduces the nwmber
of important jobs and imsresces the shances of failure,

285. The groups of peaople are heterogensons and there is = lack of
dafinite tredes by whiech the individual cam be known, The
sesurity of ithe individwel is aet 50 visidble,
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#6. The syployment situation is moxe acwis, due 30 the necds for
additional help being more dafinite snd limediste with ssallier
STOUDS

2% The smployment Job is more 4difficult begsuge the elassification of
seoupstions is lesa definite, & more afficient syetem of skill
messurenant ia seeded for the more versetils help regulired. It
1s mrder to identify psople of the proper degres of flexibvility
a8 contrambed with akill within e cerinin trade.
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It is understood that the Produst Type Orgenizstion is also
parbly functionalized but in smaller wnlis, and meny of the relstive
advantages or dsedvantapes are o meltter of degress of effsetiveness
ratior then fundamental differsncesn, due to fuanctionalizing in lavger
or sneller walts and nt 2 higher or lowaer level in the organization.

There are two distinet kiads of work involved, operating
fanetionsmnd nonvopsrating or so~ealled non~productive functions.
Somewhat differsnt conditions hold for the 4wo ¢lasses, thowh in
maty ways they are sifaectied alike, Dscentralization ol the two
nesd n0t necessarily he interdepesdont, Some experience haz been
had with decenirslizing the opersting functions on a product basis
and the affscts asn be preéty clesrly svalusted. The snawer is nod
z0 wa8y on the non~epersting funetions,

£11 of the theorstical or allsged advanteges and dissdven~
tagan of the Ywo plane ars submitted for relersnce regcrdiless of
whethar or not they were supported by a majority opiniomn, since
all of them were touched upon in ke discusaions by the sommitties,
The committes dosm not attempt $0 evaluate them and fesls that all
that cex da dode at this time lx to say ¥hat 1t sppears as if thers
is & akanse of realizing eensiderable profit by a ehange, whioh
should bs proved or disproved by a2 trisl.
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In mddition t0 the sdveniages sad dissdvantsges of the two types
- of orcanization there are sertein adventsees and dlsadventasges of peking
s radicsl ¢hange ip the orgenisstion regerdiesz of the direction of the

ehange,

Adventmges oF s Changs ag Such

1« fuy cheoges, shether intrinsicsdly ao lmprovensnt or not, after meny
yerrs of continuidy will get minds oud of thelr asccustoped ghannels
and result in meny improvemsnts not discernible su Yong ss ¥ho vld
order iz retainad.

v i1l bresk up 2 losg period of apecializetion upon funobions as such
{along which mast of the poasible advencement of the art has pey-
tispe alvesdy besn amde) ond slerd o porded of spesislicetion upon
the product ss sueh, and the nrt of menapement st the some time,

Gs U1l mutomatioslly wesl oub meny praciices zud expenditures which hsve
becowe ssiablished mnd acceptesd buk whicl 44 no commensurcie value
0 the produet,

4, Will yemult 1n sppredizal from » different viewpolnt of both pyactices
mnd personnal.

He W11 bremk down for a $#ime the resistance 1o shange which is in-
avidably duilt up vhen cos system or organization {or society or
governmant) bus existed for a lomg psriod and will cleer the way
for rsplacement of sutmodsd practices wiich have bacoms deeply
intrenshed.

6e %11l dring %0 the surface eonssious atdexsion to » multitude of itema
whieh bave been Sakkex for granied for x leng time.
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7+ Will upsab estedblished protective dewices, schemss, snd presctices of
individusls sad groups (such a limitation of oukput wnd non-
eszential records) and release possibilities of improvement merely
by the atimulation snd diversion of u chenge.

8. Hew opportunities will bs opensd for the suparvisors snd new effort
gtimulnted,
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PRAABVIATICHS OF § OF/NGE fo., SOUCH

1. anglusoring snd physlceal moving coxt.

2. Ths ontirs plece work snd earnivgs systenm will be thrown out of balsnes,
People will Ube moved with thelr job frow one earnings level to
anothor aud people from differsnt ssrnivges levels nired in & uvew
grouping.

Be The supezvisory 3taff will heve 40 bBe rasvrspced end largely ratvsined.

4o The lndividusl workers will have te be relreined fo some extent.

5, Somp voluable people, both individusl and supervisory, will be herd to
it inko the new schene,

£, The assopiations of the individuels (workers snd supervisors) will be
upset aud readjustoeents must be made, which will be 4irfieult in
soms grass, Unless zteps are ftuken {0 azsist this readjustusnt,
ths ochange will be seriain to reasult in a new orop of problem enses,

7. Considerable canmmu will oconr and some Tumbling, with oceaslonsl
lossss snd exbarrassosnt.

8, Unless prescautions ave iaken, there will be loss of continulty In
some essentinl functlons, A serious drif of standards and
policivs may ocours

9. Those whose jobx are now well orgsaived will Iind mush herd work
negessnry 0 rTeorganine mnd resarrange thell wosk.

10. Desirsble develepments snd prastices of the old system may de diax-
carded ns well as the undesirable, through failure to recognize

the underlying reasoms,
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